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STATEMENT OF THE CASE

Thisisahearing cdled at the request of Susana Hahn and Cathy Guerrato consder remova of
their permitting disqudificationsunder TexasNatural Resources Code 891.114, resulting from their former
association with Core E & P Corp. (“Core’).! Susana Hahn and Cathy Guerra dso request that their
names be removed from Commission records as officers of Core.

it appearsthat Core’slegal nameis Core Exploration & Production Corporation. The name was shortened
for the purposes of the Commission’s records to accommodate limitations of the Commission’s computer system.
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A hearing was held on August 5, 2004. Susana Hahn and Cathy Guerraappeared in person and
through counsel and presented evidence. Reese Copeland, Staff Attorney, appeared to represent the
Enforcement Section of the Commission’s Office of General Counsdl.

APPLICABLE LAW

Texas Natural Resources Code 891.114 provides that the Commission may not accept an
organization report or an application for a permit under Chapters 85 and 91 of the Texas Natura
Resources Code, or Chapters 26, 27, or 29 of the Texas Water Code, or approve a certificate of
compliance under Texas Natura Resources Code 885.161 for an organization if a person who holds a
positionof ownership or control in the organi zation has, within the seven years preceding the date on which
the report, gpplication, or certificateisfiled, held apostion of ownership or control in another organization
which, during that period of ownership or control, violated a statute or Commission rule, order, license,
permit, or certificate that relates to safety or the prevention or control of pollution.

Anorganization hascommitted aviolationif: (1) afind judgment or final adminigrative order finding
the violation has been entered againgt the organization and al gppeds have been exhausted; or (2) the
Commission and the organization have entered into an agreed order relating to the dleged violation.

Regardless of whether aperson’ sname appearsor isrequired to appear on an organization report,
the person holds a position of ownership or control in an organization if: (1) the person is an officer or
director of the organization, a generd partner of the organization, the owner of an organization whichisa
sole proprietorship, the owner of at least 25% beneficid interest in the organization, or a trustee of the
organization; or (2) the person has been determined by afina judgment or find adminigtrative order to have
exerted actua control over the organization.

The redtrictions of Texas Naturad Resources Code §91.114 do not gpply if the violation which
would otherwise trigger the restrictions has been corrected or is being corrected in accordance with a
schedule to which the Commission and the organization have agreed and dl pendties and cleanup and
plugging costs associated with the viol ation have been paid or are being paid in accordance with a payment
schedule to which the Commission and the organization have agreed.

BACKGROUND

Corelast filed an approved Form P-5 Organization Report on November 9, 2001. ThisForm P-5
listed Cor€'s officers as Michael Keith Hahn, President, SusanaHahn, Vice President, and Cathy Guerra,
Secretary/Treasurer.

On September 22, 2003, the Commission signed a Fina Order in Oil & Gas Docket No. 03
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0233966, Enforcement Action for Alleged Violations Committed By Core E & P Corp. (178381) As
To The Santa Fe Unit (07820) Lease, Well Nos. 7D and 7F, Sowell (6650) Field, and The Koch
SantaFeUnit (07833) Lease, Well No. 7H, Sowell (6700) Field, Jefferson County, Texas. ThisFind
Order concluded that Core had violated Statewide Rules 3(a) and 14(b)(2), rulesrdating to safety and the
prevention or control of pollution. The Find Order required Core to plug the involved wells and pay an
adminidrative pendty.

On December 22, 2003, the Commission signed a Fina Order in Oil & Gas Docket No. 03
0235020, Enforcement Action For Alleged Violations Committed By Core E & P Corp. (178381)
As To The Steele-Schmucker Unit O/A (09019) Lease, Well No. 3H, Stowell (Stewart U-3) Field,
Steele-Schmucker Unit O/A (21460) Lease, Well No. 3F, Stowell (Schmucker) Field, and The Koch,
T.F.NCT-1Lease, Well No. 4 (113052), Sowell (Englin-Marg) Field, Jefferson County, Texas. This
Fina Order concluded that Core had violated Statewide Rules 3(a) and 14(b)(2), and ordered Core to
plug the involved wels and pay an adminidrative pendty.

The examiner has officialy noticed that Core has not corrected the violations found to have been
committed in the above-referenced dockets and has not paid the administrative penalties assessed against
Core.? Thetimefor appedsfrom thefina ordersin these dockets has passed, and no appeals werefiled.
The examiner has d<o officidly noticed that the Commission currently congders that Susana Hahn and
Cathy Guerra are subject to the disqudifications of Texas Natura Resources Code §91.114, based on
their former association with Core and the violations found to have been committed by Corein the above-
referenced dockets.

DISCUSSION OF THE EVIDENCE

Susana Hahn is the former spouse of Michad Keith Hahn and sister to Cathy Guerra. Susana
Hahn was associated with Core from the company’s inception.  Cathy Guerra was first associated with
Core sometimein 1998. The examiner has officidly noticed al Commission Form P-5 recordsfor Core.
Core was first organized as an operator with the Commission by Form P-5 filed on June 25, 19993

The last gpproved Form P-5 for Core was filed on November 1, 2001. It was signed by Cathy

2 Exhibit No. 17 indicates that to date the Commission has expended $207,000.00 in plugging Core’ swells
and that as of April 16, 2004, Commission staff was seeking Commission approval to spend another $410,000.00 to
plug 44 additional wells of Core. Another 100 Core wellsremain, and Core’ s Bankruptcy Trustee has stated that no
funds are available to the bankruptcy estate to address the plugging liability for these wells. Apparently, the
Commission has collected $250,000.00 from Core’ s financial assurance.

3 Thefirst Form P-5 filed for Core indicated that Core Exploration & Production Corporation was a name

change from Core Energy Corporation. Core Energy Corporation was first organized with the Commission on
February 22, 1999. SusanaHahn was listed as Vice President on the Form P-5 filed by Core Energy Corporation.
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Guerraand listed Michadl Keith Hahn as President, Susana Hahn asVice President, and Cathy Guerraas
Secretary/Treasurer. A previous Core Form P-5 dated June 18, 2001, which was approved July 11,
2001, also listed Susana Hahn as Vice President and Cathy Guerra as Secretary/Treasurer.

Susana Hahn and Cathy Guerra confirmed that they served in these officid positionswith Core at thetime
these Forms P-5werefiled. The examiner has officidly noticed that Susana Hahn was dso liged as Vice
President of Core on Forms P-5 filed for Core on June 25, 1999, and July 25, 2000.

The Forms P-5 filed for Core show that Cathy Guerrawas first listed as an officer of Core on the Form
P-5 signed on June 18, 2001, and filed on July 11, 2001. Susana Hahn wasthe sole stockholder of Core
from the inception of the company.

Inabout September 2001, difficultiesdeve oped inthe marriage of SusanaHahnand Michad Keth
Hahnthat in mid-2002 led to adivorce. SusanaHahn and Cathy Guerradecided to sever their association
withCore. On December 15, 2001, both Susana Hahn and Cathy Guerraresigned as directors of Core.
On the same date, Susana Hahn trandferred al of the stock of Core to Michadl Keith Hahn. Both the
resgnations as directors and the stock transfer are evidenced by minutes of a meeting of Core's
shareholders held on December 15, 2001. In addition, Susana Hahn and Cathy Guerratestified that they
resgned asofficersof Coreon December 15, 2001. Thelir resgnationsas officersare evidenced by copies
of letters dated December 21, 2001, sent by Susana Hahn and Cathy Guerra to the State Comptroller
natifying the Compitroller of the resignations. A mid-2002 divorce decree dissolving the marriage of
Michael Keith Hahn and Susana Hahn included adivision of property that awarded 100% of the stock of
Core to Michadl Keith Hahn.*

After resigning from Core, SusanaHahn started her own operating company, apparently Wild Cat
Operating Company, and Cathy Guerra joined her in this endeavor. About 25 of the leases formerly
operated by Core were transferred to Susana Hahn's new company. Susana Hahn and Cathy Guerra
tedtified that after December 15, 2001, they had no further association with Core, with the exception that
until early 2003, Cathy Guerra continued to do contract data processing work for Core, because Susana
Hahn had been permitted to take with her a software package previousy used by Core for data
processing.® Guerrawas not, however, an employee or officer of Core after December 15, 2001.

The leases and wells which were the subject of the enforcement proceedings againgt Core in Ol
& Gas Docket Nos. 03-0233966 and 03-0235020 were first transferred to Core by Forms P-4
(Producer’s Trangportation Authority and Certificate of Compliance) effective January 1, 2002, as
evidenced by findingsin the Final Ordersin these dockets. The examiner has officidly noticed the Forms

4 The evidence establishes that atransfer of all of the stock of Core from Susana Hahn to Michael Keith
Hahn had already occurred on December 15, 2001.

5 On October 31, 2002, Cathy Guerrasigned a Form P-2 (Producer’ s Monthly Report of Gas Wells) for Core
and listed her title as “ Production Accountant.”
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P-4 that accomplished these transfersto Core. In the case of al leases and wellsinvolved in Oil & Gas
Docket Nos. 03-0233966 and 03-0235020, the transfers to Core were approved on December 17,
20018, and were effective January 1, 2002. Energy Reserves Group L.L.C. was the previous operator.
All of the Forms P-4 transferring these leases and wells to Core were signed on behdf of Core by Keith
Hahn, President, on December 6, 2001.

EXAMINER’'S OPINION

The evidence showsthat Susana Hahn was a person in aposition of ownership or control of Core
from at least February 22, 1999, until December 15, 2001. During this period, Susana Hahn was the
owner of al of Core's stock and Vice President of Core, and its predecessor in name Core Energy
Corporation.” The evidence aso shows that Cathy Guerra was a person in a position of ownership or
control of Core from at least June 18, 2001, until December 15, 2001. Cathy Guerrawasfirst listed as
an officer of Core onaForm P-5 signed by Core's President on June 18, 2001, and filed July 11, 2001.8
The evidenceis sufficient to establish that Susana Hahn and Cathy Guerra ceased to be an officer, director,
and/or owner of Core effective December 15, 2001.°

The Find Ordersagainst Corein Oil & Gas Docket Nos. 03-0233966 and 03-0235020 subject
Susana Hahn and Cathy Guerra to the disqudifications of Texas Natural Resources Code §91.114 only
if the violations found to have been committed by Core in those dockets were committed during the time
when Susana Hahn and Cathy Guerra were in a position of ownership and control of Core. The
disgudifications of Texas Natural Resources Code §891.114 attach where afinal order has determined that
aviolaionwas committed, but the date of thefina order has no necessary relationship to theissue of when
aviolation was committed. A violation is committed on the day of its inception and on each subsequent
day the violation continues. Thefact that thefinal ordersin Oil & Gas Docket Nos. 03-0233966 and 03-
0235020 did not become adminigratively fina until 2003 and 2004, respectively, does not mean, for the
purposes of Texas Natural Resources Code §891.114, that the violations in these dockets were not
committed on earlier dates.

® Theone exception isthe Koch, T. F. NCT-1, Well No. 4 (RRC ID No. 113052), with respect to which the
Form P-4 was approved December 18, 2001, effective January 1, 2002.

7 Susana Hahn was also adirector of Core, as evidenced by her resignation as such on December 15, 2001,
but there is no evidence as to when shefirst became adirector.

8 When Cathy Guerrawasfirst elected as an officer of Coreisnot disclosed by the evidence. Guerrawas

also adirector of Core, as evidenced by her resignation as such on December 15, 2001, but the date on which she
first became adirector is also undisclosed.

9 Both Susana Hahn and Cathy Guerratestified that Guerrawas never an owner of Core.
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What makesthe differencein this caseisthat the uncontroverted evidence establishes that Susana
Hahn and Cathy Guerra ceased to be personsin a position of ownership or control of Core before Core
became the operator of the leases and wellsinvolved in Oil & Gas Docket Nos. 03-0233966 and 03-
0235020. Theviolationsin these dockets could not have been committed by Core during the period when
Susana Hahn and Cathy Guerrawere in aposition of ownership or control of Core. It istherefore legaly
impossible that the disqualifications of Texas Natural Resources Code §91.114 attached to SusanaHahn
and Cathy Guerra by reason of the violationsin these dockets.'°

The Commissionisnot barred, under Texas Natural Resources Code §91.114, from accepting an
organization report or gpplication for permit or from agpproving a certificate of compliance for an
organization owned or controlled by Susana Hahn and/or Cathy Guerra based on the violations found
to have been committed by Corein Oil & Gas Docket Nos. 03-0233966 and 03-0235020.

On the other hand, the examiner concludesthat the request of SusanaHahn and Cathy Guerrathat
they be removed as officers of Core from the Commission’s records should be denied. The evidence
shows that these were persons who served as officers of Core at the time of Core’ slast gpproved Form
P-5 and prior thereto. The examiner is not advised as to whether there is any likelihood of a future
enforcement proceeding againgt Core for violations that were committed by Core during the period when
Susana Hahn and/or Cathy Guerra were in a position of ownership or control. In any event, expunging
fromCommission recordsthe names of SusanaHahn and Cathy Guerraasofficersof Coreisnot necessary
to address the present disqudifications of these persons under Texas Natura Resources Code §91.114
based on the Commission’sfina ordersin Oil & Gas Docket Nos. 03-0233966 and 03-0235020 or any
future question which may arise about their disqualificationsby reason of violationscommitted by Coreafter
December 15, 2001.

Based on the record in this case, the examiner recommends that the Commission adopt the
following Findings of Fact and Conclusons of Law:

FINDINGS OF FACT

1 Susana Hahn, Cathy Guerra and the bankruptcy trusteefor Core E & P Corp. were given at least
ten (10) days notice of this proceeding. In addition, Susana Hahn and Cathy Guerra appeared at
the hearing in person and through their attorney and presented evidence.

2. The Commission heretofore has consdered that pursuant to Texas Natura Resources Code
§91.114, the Commissionisbarred from accepting an organi zation report or application for permit

10 After the close of the heari ng, Enforcement filed awritten closing statement stating general agreement
with this proposition.
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or from gpproving a certificate of compliance for an organization owned or controlled by Susana
Hahn and/or Cathy Guerra, based on violations of Commission rules relating to safety and the
prevention or control of pollution found to have been committed by Core E & P Corp. (“Cor€e’)
in Oil & Gas Docket Nos. 03-0233966 and 0235020.

3. Susana Hahnwasin aposition of ownership or control of Core from theinception of the company,
but at least from February 22, 1999, through December 15, 2001. SusanaHahn ceased to bein
aposition of ownership or control of Core on December 15, 2001.

@ Susana Hahn was the record owner of 100% of the stock of Core from the date of the
company’sinception until December 15, 2001.

(b) Susana Hahn was Vice Presdent of Core from at least June 25, 1999, when Core first
filed a Form P-5 Organization Report with the Commission, until December 15, 2001.
The Form P-5filed by Coreon June 25, 1999, stated that Core Exploration & Production
Corporation was a name change from Core Energy Corporation. Core Energy
Corporationfirgt filed aForm P-5 with the Commission on February 22, 1999, and listed
Susana Hahn as Vice President of the company.

(© Forms P-5 for Core filed with the Commission on June 25, 1999, July 25, 2000, July 11,
2001, and November 1, 2001, listed Susana Hahn as Vice President of Core.

(d) Susana Hahn was a director of Core until December 15, 2001.

(e On December 15, 2001, Susana Hahn resigned as an officer and director of Core and
transferred al of Core's stock to Michael Keith Hahn. Her resgnation as a director and
her transfer of Core's stock to Michael Keith Hahn are recorded in minutes of a
December 15, 2001, meeting of Core's shareholders. Her resignation as an officer is
memorialized by a December 21, 2001, letter she sent to the State Comptroller notifying
the Comptroller of her resignation.

4, Cathy Guerrafirst became associated with Core in 1998, and was in a position of ownership or
control of Core from at least June 18, 2001, until December 15, 2001. Cathy Guerra ceased to
be in a position of ownership or control of Core on December 15, 2001.

@ On June 18, 2001, Cor€'s President signed a Form P-5, which was filed with the
Commission on July 11, 2001, listing Cathy Guerra as Secretary/Treasurer of Core.

(b) Cathy Guerrawas adirector of Core until December 15, 2001.



Oil & GasDocket No. 20-0239494 Page 8
Proposal for Decision

(© On December 15, 2001, Cathy Guerraresigned as an officer and director of Core. Her
resgnation as a director is recorded in minutes of a December 15, 2001, meeting of
Core's shareholders. Her resgnation as an officer is memoriadized by a December 21,
2001, letter she sent to the State Comptraller notifying the Comptroller of her resignation.

5. Susana Hahn and Cathy Guerra severed dl association with Core after December 15, 2001, with
the exception that Cathy Guerra continued to perform certain contract data processing work for
Core until early 2003. Cathy Guerrawas not an employee of Core after December 15, 2001.

6. Core became the operator of the leases and wells involved in Oil & Gas Docket Nos. 03-
0233966 and 03-0235020 by Form P-4 (Producer’ s Transportation Authority and Certificate of
Compliance) transfers approved by the Commission on December 17-18, 2001, effective January
1, 2002.

7. The violations of Commission rules relaing to safety and the prevention or control of pollution
found to have been committed by Corein Oil & GasDocket Nos. 03-0233966 and 03-0235020
were not committed by Core during the period of time when Susana Hahn and/or Cathy Guerra
were in aposition of ownership or control of Core.

CONCLUSIONS OF LAW

1. Proper notice of hearing was timely issued to the appropriate persons entitled to notice.
2. All things necessary to the Commission ataining jurisdiction have occurred.

3. Texas Natura Resources Code, 891.114(a) bars the Commission, except as provided in
§91.114(d), from accepting an organization report required under Texas Natura Resources Code
§91.142 or an gpplication for apermit under Chapters 85 and 91 of the Texas Natural Resources
Code, or Chapters 26, 27, or 29 of the Texas Water Code, or from approving a certificate of
compliance under Texas Natural Resources Code 885.161, for an organization having a person
who holds a position of ownership or control who has within the seven years preceding the date
on which the report, gpplication, or certificate isfiled, held a podtion of ownership or control in
another organi zation, and during that period of ownership or control, the other organization violated
a statute or Commission rule, order, license, permit, or certificate that relates to safety or the
prevention or control of pollution.

4, Pursuant to Texas Natural Resources Code §91.114(b) an organization has committed aviolation
if: (a) afind judgment or find adminigrative order finding the violation has been entered againg the
organizationand al gpped shave been exhausted; or (b) the Commission and the organi zation have
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entered into an agreed order relating to the alleged violation.

5. If afina judgment or find adminigtrative order finding a violaion of a gatute or Commission rule,
order, license, permit, or certificate that relates to safety or the prevention or control of pollution
has been entered and al appeds have been exhausted, or the Commission and an organization
have entered into an agreed order relating to the aleged violation, for the purposes of Texas
Natural Resources Code §91.114(a), a violation is committed by an organization on the date of
inception of the violation and on each subsequent day the violation continues.

6. The Commission is not barred under Texas Natural Resources Code 891.114(a) from accepting
an organization report required under Texas Natura Resources Code §891.142 or an application
for apermit under Chapters 85 and 91 of the Texas Natural Resources Code or Chapters 26, 27,
or 29 of the TexasWater Code, or from approving acertificate of compliance under Texas Natural
Resources Code §85.161, from an organization, other than Core E & P Corp., in which Susana
Hahn and/or Cathy Guerra hold a position of ownership and control, based solely on violations
found to have been committed by Core E & P Corp. inthe Commission’ sfind ordersin Oil & Gas
Docket Nos. 03-0233966 and 03-0235020.

7. The request of Susana Hahn and Cathy Guerra that their names be removed from Commission
records as officers of Core E & P Corp. should be denied because these were persons who
served asofficersof CoreE & P Corp. at thetime of Core' slast approved Form P-5 Organization
Report filing and through December 15, 2001.

RECOMMENDATION

The examiner recommends that the Commission enter the attached find order, ordering that the
Commisson’s Fina Orders in Oil & Gas Docket Nos. 03-0233966 and 03-0235020 shall not be
considered to bar the Commission, under the provisions of Texas Naturad Resources Code §891.114(a),
from accepting an organization report or application for permit, or from approving a certificate of
compliance, for an organization, other than Core E & P Corp., in which SusanaHahn and/or Cathy Guerra
hold a position of ownership or control, and that, otherwise, the application of Susana Hahn and Cathy
Guerrais denied.

Respectfully submitted,

James M. Doherty
Hearings Examiner
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